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AICPA Washington Report
August 13, 1973 
Volume I, Issue 32
AGRICULTURE, DEPARTMENT OF
A notice of proposal to issue two new supplements to 
Rural Electrification Administration Bulletin 
181-3, Accounting Interpretations for REA borrowers 
was published in the 8/6/73 Fed. Reg., p. 21181. 
Interpretation No. 113 pertains to Accounting for 
Terminal Facilities and No. 617 pertains to Accounting 
for Contributions Made to the Breeder Reactor 
Corporation.
COST ACCOUNTING STANDARDS BOARD
The CASB has proposed a regulation to provide criteria 
for the selection of the time periods to be used 
for contract cost accumulation and allocation.
The standard would be used by defense contractors 
and subcontractors under federal contracts entered 
into after the effective date, and by all relevant 
federal agencies in estimating, accumulating, and 
reporting costs in connection with the pricing, 
administration, and settlement of all negotiated 
prime contract and subcontract national defense 
procurements with the U.S. in excess of $100,000, 
other than contracts or subcontracts where the price 
negotiated is based on established catalog or market 
prices of commercial items sold in substantial 
quantities to the general public or prices set by law 
or regulation.
The full text of the proposed regulation may be 
obtained from the Cost Accounting Standards Board,
441 G Street, N.W., Washington, D.C. 20548. Interested 
persons are requested to submit written comments by 
Friday, October 5, 1973.
COST OF LIVING COUNCIL
This week the CLC issued final Phase IV regulations for
several sectors of the economy. The regulations
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which will go into effect on August 13 cover all sectors 
of the economy governed by the price controls program 
except food, petroleum, and insurance. Expected 
to be issued shortly are the regulations for
insurance and petroleum industries. Meanwhile, the 
food industry is being governed by Phase IV Stage A 
regulations which were issued previously. Phase IV 
Stage B proposed regulations for food are also 
expected soon.
Subpart I of the regulations deals with accounting 
and financial reporting requirements which have wholly 
changed from the proposed version issued for comment 
on July 20th. Reporting companies will not be 
required to obtain the services of an independent 
public accountant in connection with their reports to 
the Council. Also of significance, companies which 
have been involved in a business combination accounted 
for as a "purchase" shall adjust their base period 
profit margins to include the acquired company’s 
operations for that period.
Copies of the regulations (Stock Number 4114-00017) 
are for sale by the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C. at a 
price of 80$ each.
ENERGY AND NATURAL RESOURCES, DEPARTMENT OF
Both the House and Senate Government Operations Subcommittees
have been conducting hearings on legislation (HR 9090
and S. 2135) establishing the new department. Among 
those testifying have been Roy Ash, Director OMB;
Rogers Morton, Secretary of Interior; Earl Butz,
Secretary of Agriculture; and Dixie Lee Ray, Chairman 
of AEC. Testimony has been in support of the 
Administration’s requested legislation and is explanatory 
in nature. Proposed by the Administration is the 
creation of (1) a cabinet level DENR; (2) an independent 
Energy and Natural Resources Administration, and (3) 
separate regulatory Nuclear Energy Commission embodying 
responsibilities now in the Atomic Energy Commission. 
House and Senate hearings will continue in mid-September 
and are open to the public.
ENVIRONMENTAL PROTECTION AGENCY
EPA proposes to amend general grant regulations and the
State and local assistance grant regulations to more 
fully implement the grants policy requirements of 
OMB Circular No. A-102, Attachment A through O.
(Fed. Reg., August 7, p. 21342). Audit requirements
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are provided for in Section 30.1000-20. Interested 
persons are encouraged to submit written comments 
to the Director, Grants Administration Division,
EPA, Washington, D.C. 20460.
FEDERAL HOME LOAN BANK BOARD
The FHLBB amended its regulations to reduce the overall 
liquidity requirement of each FHLBB member from 
6-1/2% to 5-1/2% of its liquidity base and also 
reduced each member's short-term liquidity requirement 
from 2-1/2% to 1-1/2% of such base. The amendment 
became effective 8/8/73.
Major changes to the U.S. financial system have been
proposed by President Nixon. The Administration is 
planning to introduce legislation which would 
accomplish the following: (1) Interest ceilings on 
time and savings deposits would be removed over a 
5-1/2 year period; (2) expanded deposit services for 
consumers by federally-chartered thrift institutions 
and banks would be allowed; (3) investment and lending 
alternatives for the thrift institutions and banks would 
be expanded; (4) federal charters for stock savings and 
loan institutions and mutual savings banks would be 
permitted; (5) credit unions would be provided with greater 
access to funds; (6) FHA and VA interest ceilings 
would be removed; and (7) the tax structure of banks 
and thrift institutions would be modified. The changes 
are explained in the publication, "Recommendations for 
Change in the U.S. Financial System" and may be obtained 
for 65 from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C. 20402 
(Stock No. 4800-00216).
GENERAL ACCOUNTING OFFICE
The following Reports To The Congress of special interest 
have been published recently by the GAO: "Better 
Management Needed in Civil Agencies Over Selection 
of In-House or Contract Performance of Support 
Activities" (B-158685, 7/31/73) and "Revenue Sharing:
Its Use by and Impact on State Governments" (B-146285, 
8/2/73). Copies of these reports are available at a 
cost of $1.00 each from the U.S. General Accounting 
Office, Room 6417, 441 G Street, N.W., Washington, D.C. 
20548.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
HMO legislation has been approved by the House Commerce
Committee. The bill, HR 7974, calls for a one-time
five year, $240 million program of grants, loans 
and loan guarantees for the establishment of HMO's.
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The bill varies significantly from the Senate passed 
S. 14 which provides for $805 million over a three- 
year period. HR 7974 is an experimental proposal and 
does not provide for construction costs, or for 
supplemental operational funding after initial development
INTERSTATE COMMERCE COMMISSION
A proposed change to the Uniform System of Accounts for all 
railroads subject to the ICC Act appeared in the 
8/8/73 Fed. Reg., p. 21436. The change would require 
accrued depreciation on leasehold improvements, to be 
classified as an asset valuation account in accordance 
with generally accepted accounting principles rather 
than carrying the item as a liability on the balance 
sheet.
PENSION LEGISLATION
The Senate agreed to take up pension legislation beginning 
9/11/73. The two major bills to be considered will 
be the Senate Finance Committee's S. 1179 (a revised 
version of Sen. Bentsen's bill) and Senate Labor 
Committee's S. 4. The two proposals are similar except 
that S. 1179 includes provisions for Individual 
Retirement Plans and Self-Employed Plans. Even 
though S. 4 has been endorsed by 51 Senators, S. 1179 
is considered the Senate's major pension provision.
Both bills contain extensive and burdensome reporting 
and disclosure requirements.
The House Pension Task Force (Rep. Dent) has introduced
a new pension proposal, HR 9824. This revised version 
of HR 2 includes a provision for termination insurance 
which the old bill did not have. In addition the bill 
contains reporting and disclosure amendments which 
reduce the cumbersome reporting requirements that had 
previously been proposed in HR 2.
A discussion of pension reform provisions appears 
in the August issue of the Journal of Accountancy (p. 30).
SECURITIES AND EXCHANGE COMMISSION
Ray Garrett, Jr. will take over as Chairman of the Commission. 
He succeeds G. Bradford Cook. Also approved as a member 
of the Commission is A. A. Sommer, Jr.
An interpretation of Accounting Series Release #132 on
lease accounting has been issued in a letter to 
Goldman, Sachs & Co. and is available to the public.
The letter deals with facts affecting the Commission's
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judgment in determining what constitutes economic 
substance in a lease.
The Commission’s Advisory Committee on a Model Compliance
Program for Broker-Dealers, will hold a meeting on
8/15-16 at the National Association of Securities 
Dealers, Inc. office in Washington, D.C. The purpose 
of the meeting will be to review drafts concerning 
the Committee’s proposed report to the Commission 
regarding a model compliance program to serve as an 
industry guide for the broker-dealer community. The 
meeting is open to the public.
The SEC is soliciting comments and views of interested
persons with respect to an inquiry already underway 
into the circumstances under which material information 
of a previously undisclosed nature may be utilized in 
connection with the purchase or sale of securities.
On or before 8/31/73, interested persons may address 
comments to Harvey L. Pitt, Chief Counsel, Division 
of Market Regulations, SEC, 500 N. Capitol St., 
Washington, D. C. 20549. Reference should be made to 
File S7-491.
The Commission has announced its position with regard to the 
filing of registration statements covering variable 
life insurance contracts. Release 33-5413 defining 
the Commission’s position is available.
The Commission has stated that until a definitive step is 
taken by the Financial Accounting Standards Board, 
property and casualty insurance companies should not 
change their present method of accounting for 
catastrophic reserves.
For those investors who have acquired a taste for scotch
whiskey warehouse receipts, the United States District 
Court in Rhode Island has recently ruled that such 
warehouse receipts are "securities'’ within the meaning 
of the Securities Act of 1933 and that persons using 
the mails to sell or offer for sale these securities 
are required to file a registration statement with the 
Commission.
SMALL BUSINESS ADMINISTRATION
The SBA has recently issued a new publication, "Bank/
SBA Loans: A Partnership for Small Business Progress."
The handbook gives an overview of the SBA's financial 
assistance and related programs and includes filled-in 
exhibits of loan application forms. The publication 
is available for $1.50 from the U. S. Government Printing 
Office, Washington, D. C. 20402 (#4500-00122) .
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TREASURY, DEPARTMENT OF
A five-year controversy over how to value a deceased 
taxpayers mutual fund shares for estate tax 
purposes has been settled. The Supreme Court has 
ruled that mutual fund shares should be valued at 
"bid" price (which is the amount that the shareholder 
actually gets from the fund when he redeems the shares), 
rather than at "asked" price (which contains a 
fixed sales charge or "sales loan" and is the price 
at which the fund offers the shares to the public.
This decision was reached in Cartwright 31 AFTR 2d 
147,832 (Sup. Ct., 1973).
IRS announced that it will propose amendments to income tax
regulation Sec. 1.1371-1(g), relating to disqualification 
for subchapter S treatment of corporations having more 
than one class of stock.
Amendments to the Income Tax Regulations for DISC’s under 
sections 246(b,d,e), 901(d), 922, 931(a), 931(d) and 
1041(d) have been adopted with only minor technical 
changes to those originally proposed 1/5/73.
Amendments under section 6041, 6052, 6071 and 6091 requiring 
the reporting of all forms of taxable compensation on 
Forms W-2 and W-3 rather than on a combination of forms 
was adopted as originally proposed 11/21/72.
The IRS has appointed a 12-man advisory group to Commissioner 
Donald C. Alexander which consists of five prominent 
CPAs. The group will meet with the Commissioner on 
matters of tax administration at intervals of 
approximately three months. The CPAs named are as 
follows: Doris L. Bosworth, Peat, Marwick, Mitchell
(Retired); Paul L. Dillingham, Vice President, COca 
Cola Co.; Dr. Hollis A. Dixon, Professor, U. of Arizona; 
Dr. James D. Edwards, Professor, U. of Georgia; Robert 
G. Skinner, Ernst & Ernst. Mr. Skinner is current 
Chairman of the AICPA’s Federal Taxation Executive 
Committee.
NOTE: Congress is in recess until September 5th.
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